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Part 1 - Annual Budget 


Mayor’s Report 


To be presented at the Council meeting. 


• Council Resolutions 

• The Council of Masilonyana Local Municipality, acting in terms of section 24 of the Local 
Government: Municipal Finance Management Act (MFMA), (Act 56 of 2003) approves and adopts 
the following resolutions: 

• The annual budget of the municipality for the financial year 2013/14 and indicative 
allocations for the two projected outer years 2014/15 and 2015/16; and the multi-year and 
single-year capital appropriations as set out in the following tables: 

• Budgeted Financial Performance (revenue and expenditure by standard classification) 
as contained in Table 12 on page 17; 

• Budgeted Financial Performance (revenue and expenditure by municipal vote) as 
contained in Table 13 on page 18; 

• Budgeted Financial Performance (revenue by source and expenditure by type) as 
contained in Table 14 on page 19; and 

• Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source as contained in Table 15 on page 20. 

• The financial position, cash flow budget and cash-backed reserve/accumulated surplus as 
set out in the following tables: 

• Budgeted Financial Position as contained in Table 16 on page 16 

• Budgeted Cash Flows as contained in Table 17 on page 17; 

• Cash backed reserves and accumulated surplus reconciliation as contained in Table 
22 on page 27; 

• The tariffs for the supply of electricity, water, sanitation, refuse removal and property rates as set 
out in Section 2, that were used to prepare the estimates of revenue by source with effect from 1 
July 2014. 

• The revised Integrated Development Plan (IDP) and related amendments.. 

• The measurable performance objectives for capital and operating expenditure by vote for each 
year of the medium term revenue and expenditure framework as set out in Supporting Table SA6. 

• The Budget related policies including any amendments set out in the report. 

• Cash backing be implemented through the utilisation of a portion of the revenue generated from 
property rates to ensure that all capital reserves and provisions, unspent long-term loans and 
unspent conditional grants are cash backed as required in terms of the municipality’s funding and 
reserves policy. 


Executive Summary 


This section contains an Executive Summary of the Masilonyana Municipality’s Budget followed by a 
more detailed explanation of its Operating and Capital components over the next three years. 

The application of sound financial management principles for the compilation of the Municipality’s 
financial plan is essential and critical to ensure that the Municipality remains financially viable and that 
municipal services are provided sustainably, economically and equitably to all communities. 

The Municipality’s business and service delivery priorities were reviewed as part of this year’s 
strategic planning and budget process. Where appropriate, funds were transferred from low- to high- 
priority programs so as to maintain sound financial stewardship and to improve service delivery. In 
this regard, road maintenance, pothole repairs, and replacement of electrical and water infrastructure 
has been identified as priority areas. 

The drive by the Municipality is to achieve the targets of Operation Clean Audit 2014. Significant 
progress has been made with the implementation of the financial turnaround plan; including the 
cleanup of the billing system, the compilation of a GRAP compliant asset register and the 
implementation of internal controls. 

National Treasury’s MFMA Circulars No. 70 and 72 were used to guide the compilation of the 2014/15 
MTREF. 

The main challenges experienced during the compilation of the 2014/15 MTREF can be summarised 
as follows: 

• The ongoing difficulties in the local economy; 

• Aging and poorly maintained roads, stormwater, sanitation, electricity and water infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource envelope given 
the backlog in infrastructure maintenance; 

• The increased cost of bulk electricity,due to tariff increases from Eskom which is placing 
upward pressure on service tariffs to residents. This is further resulting in refuse removal, 
sewerage and property rates tariffs not increased sufficiently in order to “balance the basket of 
tariffs”. Continuous high tariff increases are not sustainable - as there will be a point where 
services will no-longer be affordable to the community; 

• The need to fill critical vacancies; 

The following budget principles and guidelines directly informed the compilation of the 2014/15 
MTREF: 

• The 2014/15 Budget priorities and targets, as well as the base line allocations contained in that 
Budget were adopted as the upper limits for the new baselines for the 2014/15 annual budget; 

• Intermediate service level standards were used to inform the measurable objectives, targets 
and backlog eradication goals; 

• Tariff and property rate increases should be affordable and should generally not exceed 
inflation as measured by the CPI, except where there are price increases in the inputs of 
services that are beyond the control of the municipality, for instance the cost of bulk electricity. 
In addition, tariffs need to remain or move towards being cost reflective, and should take into 
account the need to address infrastructure backlogs; 

• There will be no budget allocated to national and provincial funded projects unless the 
necessary grants to the municipality are reflected in the national and provincial budget and 
have been gazetted as required by the annual Division of Revenue Act; 



In view of the aforementioned, the following table is a consolidated overview of the proposed 2014/15 
Medium-term Revenue and Expenditure Framework: 

Table 1 Consolidated Overview of the 2014/15 MTREF 



Final Budget 
2013/14 

Budget Year 
2014/15 

Budget Year 
+1 

2015/16 

Budget Year 
+2 

2016/17 

Total Operating Revenue 

Total Operating Expenditure 

177,303,522 

177,296,902 

181,413,405 

181,308,690 

193,288,301 

193,316,204 

201,497,856 

201,242,591 

Surplus (Deficit)for the year 

6,620 

104,715 

-28 204 

255,265 

Total Capital Expenditure 

57,298,726 

86,105,567 

90,903,985 

76,220,100 


Total budgeted operating revenue has increased by R4.1 million for the 2014/15 financial year when 
compared to the 2013/14 Adjustments Budget. For the two outer years, operational revenue will 
increase by R11.8 million and R8.2 respectively. 

Total budgeted operating expenditure for the 2014/15 financial year has been appropriated at R181 
million. When compared to the 2013/14 Adjustments Budget, operational expenditure has grown by R 
4.1 million in the 2014/15 budget and by R12 million and R7.9 million for the two outer years. 

The capital budget of R75 million for 2014/15 is R31.8 million more when compared to the 2013/14 
Adjustment Budget. It increases by R 4.7 million in the 2015/16 financial year and decreased by 
R14.6 million in the 2016/17 financial year. A substantial portion of the capital budget will be funded 
from Government Grants, constituting 88% of the capital expenditure, the balance will be funded from 
internally generated funds and EPWP. 

• Operating Revenue Framework 

For Masilonyana Municipality to continue improving the quality of services provided to its citizens it 
needs to generate the required revenue. In these tough economic times strong revenue management 
is fundamental to the financial sustainability of the municipality. The reality is that we are faced with 
development backlogs and poverty. The expenditure required to address these challenges will 
inevitably always exceed available funding; hence difficult choices have to be made in relation to tariff 
increases and balancing expenditure against realistically anticipated revenues. 

The municipality has anticipated that services charges revenue will increase by 10% in the 2014/15 
financial year, which is more than the 5.79% CPI on other services and 7.39% on electricity. The 
reason for the increase anticipated is that more revenue strategies will be put in place to enable to 
municipality to collect both the current and overdue service charges. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Growth in the municipal area and continued economic development; 

• Efficient revenue management, which aims to ensure at least a 70 percent annual collection 
rate for property rates and other key service charges; 

• Electricity tariff increases as approved by the National Electricity Regulator of South Africa 
(NERSA); 

• Achievement of full cost recovery of specific user charges in relation to trading services; 

• Determining the tariff escalation rate by calculating the revenue requirement of each service; 

• The municipality’s Property Rates Policy approved in terms of the Municipal Property Rates 
Act, 2004 (Act 6 of 2004) (MPRA); 


Increase ability to extend new services and recover costs; and 
The municipality’s Indigent Policy and rendering of free basic services. 


The following table is a summary of the 2014/15 MTREF (classified by main revenue source): 


Table 2 Summary of revenue classified by main revenue source 


FS181 Masrionyana - Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

R thousand 

Ref 

1 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

Revenue Bv Source 

Properly rates 

2 

13,240 

14,455 


10,980 

16,280 

16,280 

16,280 

17,908 

19,699 

21,669 

Proper^ rates - penalties & collection charges 












Service charges - elecIriciV revenue 

2 

19,502 

25,150 

- 

25,527 

21,527 

21,527 

21,527 

24,459 

26,905 

29,596 

Service charges - water revenue 

2 

14,324 

15,021 

- 

24,457 

24,957 

24,957 

24,957 

15,989 

17,588 

19,347 

Service charges - sanitation revenue 

2 

15,032 

15,783 

- 

13,939 

16,739 

16,739 

16,739 

18,413 

20,254 

22,280 

Service charges - reluse revenue 

2 

7,795 

8,184 

- 

6,333 

8,033 

8,033 

8,033 

8,836 

9,720 

10,692 

Service charges - other 


365 

(855) 



8,196 

8,196 

8,196 

129 

112 

310 

Rental oftedlities and equipment 


155 

174 

47 

50 

50 

51 

51 

49 

49 

49 

Interest earned - external investments 


27 

50 

343 

339 

1 

1 

1 

1 

1 

2 

Interest earned - outstanding debtors 


2,998 

3,094 

12,500 

13,200 

6,000 

6,000 

6,000 

6,510 

8,250 

9,075 

Dividends received 


26 

11 

10 

11 

100 

100 

100 




Fines 


81 

67 

16 

225 

225 

225 

225 

248 

272 

299 

Licences and permits 












Agency services 












Transfers recognised - operational 


80,939 

74,392 

83,391 

86,121 

86,121 

86,121 

86,121 

88,607 

90,436 

88,178 

Other revenue 

Gains on disposal of PPE 

2 

130 

53 

- 

137 

- 

- 

- 

263 

- 

- 











Total Revenue (excluding capital transfers and 
contributions) 


154,614 

155,579 

96,308 

181,319 

188,229 

188,231 

188,231 

181,413 

193,288 

201,497 


Revenue by Source for the 2014/15 financial year 


In line with the formats prescribed by the Municipal Budget and Reporting Regulations, capital 
transfers and contributions are excluded from the operating statement, as inclusion of these revenue 
sources would distort the calculation of the operating surplus/deficit. 


Rates and service charge revenues comprise approximately 47 percent of the total revenue mix. In 
the 2013/14 financial year, revenue from rates and services charges amounted to R87 million. This is 
a decrease to R86 million in 2014/15. This decrease in revenue is due to poor collection rate in 
service charges. 

Electricity revenue increased by R2.9 million to R 24 million compared to last year, as a result of the 
regulated increase of 7.39% as approved by NERSA. Property rates, water and sanitation contribute 
approximately total R52 million whilst revenue from refuse removal services totals R8.8 million. Other 
revenue consists of various items such as income received from permits and licenses, traffic fines, 
building plan fees and connection fees. Departments have been urged to review the tariffs of these 
items on an annual basis to ensure they are cost reflective and market related. 

Operating grants and transfers totals R89 million in 2014/15. The following table gives a breakdown of 
the various operating grants and subsidies allocated to the municipality over the medium term: 


Table 3 Operating Transfers and Grant Receipts 


FS181 Masilonyana- Supporting Table SA18 Transfers and grant receipts 


Description 

R thousand 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Originai 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

RECEIPTS; 

1.2 










Ooeratino Transfers and Grants 











National Government: 


- 

- 

- 

86,121 

86,121 

86,121 

88,607 

91,199 

88,281 

Local Government Equitable Share 





79,851 

79,851 

79,851 

81,403 

84,681 

82,316 

Finance Management 





1,650 

1,650 

1,650 

1,800 

1,950 

2,100 

Municipal Systems Improvement 





890 

890 

890 

934 

967 

102 

EPWP Incentive 





1,000 

1,000 

1,000 

1,023 



Councillor Support Grant 





2,730 

2,730 

2,730 

3,447 

3,601 

3,763 


Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs and 
other charges were revised, local economic conditions, input costs and the affordability of services 
were taken into account to ensure the financial sustainability of the municipality. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and other 
charges as low as possible. Tariff increases as per the guidelines contained in the National Treasury 
Circulars 70 & 72. Excessive increases are likely to be counterproductive, resulting in higher levels of 
non-payment. 

The percentage increases of Eskom electricity bulk tariffs are beyond the mentioned inflation target. 
Given that these tariff increases are determined by external agencies, the impact they have on the 
municipality’s electricity tariffs are largely outside the control of the Municipality. Discounting the 
impact of these price increases in lower consumer tariffs will erode the Municipality’s future financial 
position and viability. 

The current challenge facing the Municipality is managing the gap between cost drivers and tariffs 
levied, as any shortfall must be made up by either operational efficiency gains or service level 
reductions. Within this framework the Municipality has undertaken the tariff setting process relating to 
service charges as follows. 

• Property Rates 

Property rates partially cover the cost of the provision of general services. 

Determining the effective property rate tariff is therefore an integral part of the municipality’s 
budgeting process National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation 
of the Municipal Property Rates Act, with the regulations issued by the Department of Co-operative 
Governance. These regulations came into effect on 1 July 2009 and prescribe the rate ratio for the 
non-residential categories, public service infrastructure and agricultural properties relative to 
residential properties to be 0,25:1. Public Benefit Organizations were added to this rate ratio with 
effect from 1 July 2010. The implementation of these regulations was done in previous budget 
processes and the Property Rates Policy of the Municipality has been amended accordingly. 

The following stipulations in the Property Rates Policy are highlighted: 

• The first R15 000 of the market value of a property used for residential purposes is excluded 
from the rate-able value (Section 17(h) of the MPRA). In addition to this rebate, a further 


R15 000 reduction on the market value of a property will be granted in terms of the 
Municipality’s own Property Rates Policy; 

• 100 percent rebate will be granted to registered indigents in terms of the Indigent Policy; 

• Retired (at least 60 years of age) and Disabled Persons, not registered as indigents, qualify for 
special rebates according to monthly household income. For the 2013/2014 financial year the 
total monthly income and corresponding rebate is determined as follows:- 

a. RO to R2 500 per month - 100%. 

b. R2 501 to R5 000 per month - 50%. 

c. R5 001 to R8 000 per month - 20%. 

Property rates tariffs will increased by 6% in the 2014/15 financial year. The categories of rate-able 
properties for purposes of levying rates and the proposed rates for the 2014/15 financial year based 
on a 6 percent increase from 1 July 2014 is contained below. 

Table 4 Comparison of proposed rates to be levied for the 2014/15 financial year 


MASILONYANA LM TARIFF 

2013/14 

2014/15 

BRANDFORT 



Property 

0.01272 

0.01348 

STATE (ALL TOWNS) 

0.02544 

0.02697 

BUSINESS (ALL TOWNS) 

0.02544 

0.02697 

AGRICULTURE (residential tariff/4) 

0.00318 

0.00337 


• Sale of Electricity and Impact of Tariff Increases 

NERSA has announced the revised bulk electricity pricing structure. A 7.3 percent increase in the 
Eskom bulk electricity tariff to municipalities will be effective from 1 April 2013 

Considering the Eskom increases, the consumer tariff had to be increased by 7.0 percent(as per 
NERSA approval) to offset the additional bulk purchase cost from 1 April 2013 

Registered indigents will again be granted 50 kWh per 30-day period free of charge. 

It should also be noted that given the magnitude of the tariff increase, it is expected to depress growth 
in electricity consumption, which will have a negative impact on the municipality’s revenue from 
electricity. 

The following table shows the impact of the proposed increases in electricity tariffs on the electricity 
charges for domestic customers: 


Table 5 Comparison between current electricity charges and increases (Domestic) 


MASILONYANA LM TARIFF 

2013/14 

2014/15 

DOMESTIC 



Minimum charge (Free to indigent) 

71.24 

76.50 

Indigents 50 Kwh free 

Free to indigents 

Free to indigents 

Per kwh 

1.28 

1.37 1 


It should further be noted that NERSA has advised that a stepped tariff structure needs to be 
implemented from 1 July 2011. The effect thereof will be that the higher the consumption, the higher 
the cost per kWh. The aim is to subsidise the lower consumption users (mostly the poor). 


• Refuse Removal and Impact of Tariff Increases 

A Gpercent increase in the waste removal tariff is proposed from 1 July 2013. The following table 
compares current and proposed amounts payable from 1 July 2013: 

Table 6 Comparison between current waste removal charges and increases 


MASILONYANA LM TARIFF 

2013/14 

2014/15 

REFUSE REMOVAL 


- 

Households 

53.70 

56.92 

Businesses 

66.30 

70.28 

Garden refuse removal 

209.00 

221.54 

Building material removal 6 cubic metre 

206.50 

218.89 


• Sale of Water and Impact of Tariff Increases 

A 6 percent increase in the water tariff is proposed from 1 July 2014. The following table compares 
current and proposed amounts payable from 1 July 2014: 


Table 7 Comparison between current water charges and increases 


MASILONYANA LM TARIFF 

2013/14 

2014/15 

WATER CONSUMPTION 



Minimum charge (Free to indigent) 

60.60 

64.24 

0-10 Kiloliter 

Free to indigents 

Free to indigents 

0-10 Kiloliter 

5.65 

5.99 

10-12 Kiloliter 

7.50 

7.95 

12+ Kiloliter 

8.20 

8.69 

Flat rate per month 

56.50 

59.89 


A flat rate for water was introduced for all sites within Masilonyana Municipality that are unmetered. 
The tariff is based on 10 KL usage per month and therefore equals R 59.89 (Excl) per household per 
month. 


• Sewerage and Impact of Tariff Increases 

A Gpercent increase in the sewerage tariff is proposed from 1 July 2014. The following table 
compares current and proposed amounts payable from 1 July 2014: 


Table 8 Comparison between current sewerage charges and increases 


MASILONYANA LM TARIFF 

2013/14 

2014/15 

SEWERAGE TARIFFS 


- 

Buckets per month 

91.20 

96.67 

Households 

91.20 

96.67 

Business 

319.50 

338.67 


• Operating Expenditure Framework 

The Municipality’s expenditure framework for the 2014/18 budget and MTREF is informed by the 

following: 

• Balanced budget constraint (operating expenditure should not exceed operating revenue) 
unless there are existing uncommitted cash-backed reserves to fund any deficit; 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of the MFMA; 

• Operational gains and efficiencies will be directed to funding the capital budget and other core 
services; and 

• Strict adherence to the principle of “no project plan no budget". If there is no business plan no 
funding allocation can be made. 

The following table is a high level summary of the 2014/15 budget and MTREF (classified per main 

type of operating expenditure): 


Table 9 Summary of operating expenditure by standard classification item 


Expenditure Bv Type 

Enployee related costs 

2 

41,239 

44,924 

48,830 

67,456 

63,560 

63,560 

63,560 

64,554 

68,944 

73,632 

Remuneration of councillors 


4,433 

4,835 

5,703 

6,285 

6,285 

6,285 

6,285 

6,712 

7,169 

7,656 

Debt impairment 

3 

37,515 

31,436 

5,703 

29,533 

6,578 

6,578 

6,578 

11,869 

12,119 

9,121 

Depreciation & asset impairment 

2 

400 

3,100 

1,900 

2,006 

6 

6 

6 

1,007 

1,108 

1,219 

Finance charges 


1,006 

514 

537 

484 

484 

484 

484 

1,316 

1,316 

1,317 

Bulk purchases 

2 

19,300 

23,575 

26,950 

27,435 

36,635 

36,635 

36,635 

35,298 

37,069 

38,976 

Other materials 

8 











Contracted services 


400 

500 

740 

- 

- 

- 

- 

30 

33 

36 

Transfers and grants 


- 

- 

10,649 

17,146 

11,606 

11,606 

11,606 

- 

- 

- 

Other expenditure 

4,5 

39,558 

28,233 

- 

31,603 

32,551 

32,551 

32,551 

60,522 

65,558 

69,285 

Loss on disposal of PPE 












Total Expenditure 


143,851 

137,117 

101,011 

181,947 

157,706 

157,706 

157,706 

181,309 

193,316 

201,242 


The budgeted allocation for employee related costs (Inclusive of Councillors Remuneration and 
vacancies) for the 2014/15 financial year totals R71 million (up from R69 million) for, which equals 
39% of the total operating expenditure. Based on the three year collective SALGBC agreement, 
salary increases have been factored into this budget at a percentage increase of 6.8percent for the 
2014/15 financial year. As part of the Municipality’s cost reprioritization and cash management 
strategy critical vacancies have been prioritized. 


The cost associated with the remuneration of councillors is determined by the Minister of Co-operative 
Governance and Traditional Affairs in accordance with the Remuneration of Public Cffice Bearers Act, 
1998 (Act 20 of 1998). The most recent proclamation in this regard has been taken into account in 
compiling the Municipality’s budget. 


The provision for debt impairment was determined was minimally budgeted for as it is a non-cash 
item and the municipality is under financial. For the 2014/15 financial year this amount equates to 
R13.8 million. While this expenditure is considered to be a non-cash flow item, it informed the total 
cost associated with rendering the services of the municipality, as well as the municipality’s 
realistically anticipated revenues. 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate asset 
consumption. Budget appropriations in this regard total R7 thousands on for the 2014/15 financial 
year and equates to .0 percent of the total operating expenditure. 

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of 
capital). Finance charges make up R1.3 million of operating expenditure for 2014/15. 

Bulk purchases are directly informed by the purchase of electricity from Eskom and bulk purchases 
from Sand-Vet. The annual price increases have been factored into the budget appropriations and 
directly inform the revenue provisions. The expenditures include distribution losses. For 2014/15 the 
appropriation against this group of expenditure is R 3.6 million 

The following figure gives a breakdown of the main expenditure categories for the 2014/15 financial 
year. 


Figure 1: Main operating expenditure for the 2014/15 financial year 

APPORTIONMENT OF OPERATING EXPENSES 


COMTRIBUTIONS TO 
PROVISIONS 



.COUNCILLOR REMUNERATION 


Priority given to repairs and maintenance 

For the 2014/15 financial year, the major portion of total repairs and maintenance will be spent on 
infrastructure assets. 


Free Basic Services: Basic Social Services Package 


The social package assists households that are poor or face other circumstances that limit their ability 
to pay for services. To receive these free services the households are required to register in terms of 
the Masilonyana Municipality’s Indigent Policy. 

A summary of the free basic services package is set out below: 

• All registered indigents will receive 50 kWh of electricity per month fully subsidised. 

• All registered indigents will receive 6 kis of water per month fully subsidised. 

• All registered indigents shall be fully subsidised for refuse removal. 

• All registered indigents shall be fully subsidised for sewerage. 

• All registered indigents shall be fully subsidised for the payment of property rates. 

• In the event of the death of a member of an indigent household, the municipality may exempt 
the household from the cost of digging and preparation of a grave, provided that the burial 
takes place in a municipal cemetery. 

The cost of the social package of the registered indigent households is financed by National 
Government through the local government equitable share received in terms of the annual Division of 
Revenue Act. 

• Capital expenditure 

The following table provides a breakdown of budgeted capital expenditure by vote: 


Table 10 2014/15 Medium-term capital budget per vote 


FS181 Masilonyana - Table A5 Budgeted Capital Expenditure by vote, standard classification and funding 


Vote Description 

R thousand 

Ref 

1 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Fuli Year 

Forecast 

Pre-audit 

outcome 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

Caoital expenditure - Vote 












Multi-vear expenditure fo be appropriated 

2 











Vote 1 - Executive and Council 


35,775 

26,681 

- 

2,016 

2,016 

2,016 

2,016 

4,637 

1,220 

1,220 

Vote 2 - Finance and Admin 


18 

516 

555 

2,764 

2,764 

2,764 

2,764 

- 

- 

- 

Vote 3 - Community Facilities 


30 

67 

3,839 

3,841 

3,841 

3,841 

3,841 

855 

- 

- 

Vote 4- Housing 


- 

- 

- 

- 

- 

- 

- 

4,361 

3,000 

3,000 

Vote 5 - Public Safety 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 6 - Sports & Recreation 


- 

- 

- 

11,038 

11,038 

11,038 

11,038 

13,404 

5,019 

- 

Vote 7 - lAfeste Management 


- 

- 

7,877 

3,309 

3,309 

3,309 

3,309 

- 

10,114 

- 

Vote 8 - Waste Vteter Management 


- 

- 

19,227 

1,388 

1,388 

1,388 

1,388 

4,445 

7,895 

- 

Vote 9 - Roads and Transport 


- 

- 

17,290 

11,917 

11,917 

11,917 

11,917 

2,959 

- 

- 

Vote 10- Water 


- 

- 

24,621 

24,773 

24,773 

24,773 

24,773 

55,445 

63,655 

72,000 

Vote 1 1 - Electricity 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 12 -[NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13 -[NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14 -[NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15 -[NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Capitai multi-year expenditure sub-totai 

7 

35,823 

27,264 

73,409 

61,046 

61,046 

61,046 

61,046 

86,105 

90,903 

76,220 


For 2014/15 an amount of R86.1 million has been appropriated for the development of infrastructure 
assets which represents 94 percent of the total capital budget. Water receives the highest allocation 
with R55.4 Mil. 

• Annual Budget Tables 

The following pages present the main budget tables as required in terms of section 8 of the Municipal 
Budget and Reporting Regulations. These tables set out the municipality’s 2014/15 budget and 
MTREF as tabled by the Council. Each table is accompanied by explanatory notes on the facing 
page. 


Table 11 A1 - Budget Summary 


FS181 Masilonyana - Table A1 Budget Summary 


Description 

2010/11 

2011/12 

2012/13 


Current Year 2013/14 


2014/15 Medium Term Revenue & Expenditure 
Framework 

R thousands 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

Financial Performance 











Property rates 

13,240 

14,455 

- 

10,980 

16,280 

16,280 

16,280 

17,908 

19,699 

21,669 

Service charges 

57,018 

63,283 

- 

70,256 

79,452 

79,452 

79,452 

67,827 

74,468 

82,225 

Investment revenue 

27 

50 

343 

339 

1 

1 

1 

22 

24 

27 

Transfers recognised - operational 

80,939 

74,392 

83,391 

86,121 

86,121 

86,121 

86,121 

88,607 

90,436 

88,178 

Other own revenue 

3,390 

3,399 

12,573 

13,623 

6,375 

6,376 

6,376 

7,070 

8,584 

9,438 

Total Revenue (excluding capital transfers and 
contributions) 

154,614 

155,579 

96,308 

181,319 

188,229 

188,231 

188,231 

181,434 

193,212 

201,536 

Employee aists 

41,239 

44,924 

48,830 

67,456 

63,560 

63,560 

63,560 

64,554 

68,944 

73,632 

Remuneration ofcouncilbrs 

4,433 

4,835 

5,703 

6,285 

6,285 

6,285 

6,285 

6,712 

7,169 

7,656 

Depreciation & asset impairment 

400 

3,100 

1,900 

2,006 

6 

6 

6 

1,007 

1,108 

1,219 

Finance charges 

1,006 

514 

537 

484 

484 

484 

484 

1,316 

1,316 

1,317 

Materials and bulk purchases 

19,300 

23,575 

26,950 

27,435 

36,635 

36,635 

36,635 

35,298 

37,069 

38,976 

Transfers and grants 

- 

- 

10,649 

17,146 

11,606 

11,606 

11,606 

- 

- 

- 

Other expenditure 

77,473 

60,169 

6,443 

61,136 

39,130 

39,130 

39,130 

72,421 

77,711 

78,443 

Total Expenditure 

143,851 

137,117 

101,011 

181,947 

157,706 

157,706 

157,706 

181,309 

193,316 

201,242 

Surplus/(Deficit) 

10,763 

18,462 

(4,703) 

(628) 

30,523 

30,525 

30,525 

126 

(104) 

294 

Transfers recognised - capital 

- 

- 

- 

54,271 

54,271 

54,271 

54,271 

74,731 

83,924 

96,837 

Contributions recognised - capital & contributed assets 

- 

- 

- 

5,775 

5,775 

5,775 

5,775 

12,791 

12,946 

11,580 

Surplus/(Deficit) after capital transfers & 

10,763 

18,462 

(4,703) 

59,418 

90,569 

90,570 

90,570 

87,648 

96,766 

108,711 

contributions 











Share of surplus/ (delcit) of associate 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit) for the year 

10,763 

18,462 

(4,703) 

59,418 

90,569 

90,570 

90,570 

87,648 

96,766 

108,711 

Capital expenditure & funds sources 











Capital expenditure 

35,823 

46,477 

42,773 

58,696 

58,696 

58,696 

58,696 

86,105 

90,903 

76,220 

Transfers recognised - capital 

35,823 

46,477 

44,868 

55,271 

55,271 

55,271 

55,271 

75,754 

83,810 

96,837 

Public contributions & donations 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Borrowing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Internally generated funds 

- 

- 

675 

5,775 

5,775 

5,775 

5,775 

12,791 

3,625 

- 

Total sources of capital funds 

35,823 

46,477 

45,543 

61,046 

61,046 

61,046 

61,046 

88,545 

87,435 

96,837 

Financial position 











Total current assets 

6,762 

147,849 

194,691 

2,854 

2,854 

2,854 

2,854 

303,028 

3,179 

3,376 

Total non current assets 

66,641 

72,288 

205,739 

192,283 

205,664 

217,729 

230,518 

243,032 

257,756 

273,377 

Total ojrrentllabilities 

969 

977 

15,531 

- 

- 

- 

- 

- 

- 

- 

Total non current liabilities 

- 

- 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

Community weallh/Equiy 

894,019 

520,039 

656,723 

696,126 

696,126 

696,126 

696,126 

696,126 

696,126 

696,126 

Cash flows 











Net cash from (used) operating 

38,773 

49,661 

49,898 

55,900 

51,612 

51,612 

51,612 

57,831 

53,779 

66,359 

Net cash from (used) investing 

(30,345) 

(52,124) 

(44,782) 

(52,921) 

(52,921) 

(52,921) 

(52,921) 

(86,105) 

(90,903) 

(76,220) 

Net cash from (used) financing 

(2,392) 

(2,813) 

(2,724) 

(2,975) 

1,316 

1,316 

1,316 

(1,316) 

(1,316) 

(1,316) 

Cash/cash equivalents at the year end 

6,036 

760 

3,152 

4 

7 

7 

7 

(29,591) 

(68,030) 

(79,207) 

Cash backino/surplus reconciliation 











Cash and investments available 

6,646 

1,366 

8,500 

2,854 

2,854 

2,854 

2,854 

3,028 

3,179 

3,376 

Application of cash and investments 

- 

(98,055) 

(565,353) 

- 

- 

- 

- 

(193,710) 

- 

- 

Balance • surplus (shortfall) 

6,646 

99,421 

573,853 

2,854 

2,854 

2,854 

2,854 

196,738 

3,179 

3,376 

Asset management 











Asset register summary (WDV) 

66,559 

72,209 

70,735 

- 

- 

- 

- 

- 

- 

- 

Depreciation & asset impairment 

400 

3,100 

1,900 

2,006 

6 

6 

1,007 

1,007 

1,108 

1,219 

Renewal of Existing Assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Repairs and Maintenance 

6,088 

7,287 

9,022 

11,503 

16,134 

16,134 

14,151 

14,151 

15,483 

16,952 

Free services 











CostofFree Basic Services provided 

- 

- 

- 

- 

- 

- 

18,415 

18,415 

20,256 

22,282 

Revenue costofifee services provided 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Households below minimum service level 











Water: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Sanitefion/sewerage: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Energy: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Refuse: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 


Explanatory notes to Table A1 - Budget Summary 

• Table A1 is a budget summary and provides a concise overview of the Municipality’s budget from 
all of the major financial perspectives (operating, capital expenditure, financial position, cash flow, 
and MFMA funding compliance). 


The table provides an overview of the amounts tabled by Council for operating performance, 
resources deployed to capital expenditure, financial position, cash and funding compliance, as 
well as the municipality’s commitment to eliminating basic service delivery backlogs. 

Financial management reforms emphasises the importance of the municipal budget being funded. 
This requires the simultaneous assessment of the Financial Performance, Financial Position and 
Cash Flow Budgets, along with the Capital Budget. 

The Budget Summary provides the key information in this regard: 

• The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

• Capital expenditure is balanced by capital funding sources, of which 

• Transfers recognised is reflected on the Financial Performance Budget; 

• Borrowing is incorporated in the net cash from financing on the Cash Flow 
Budget; 

• Internally generated funds is financed from the current operating surplus. The amount 
is incorporated in the Net cash from investing on the Cash Flow Budget. The fact that 
the municipality’s cash flow remains positive, and is improving indicates that the 
necessary cash resources are available to fund the Capital Budget. 

The Cash backing/surplus reconciliation shows that in previous financial years the municipality 
successfully managed to restore its financial viability and consequently its obligations are cash- 
backed. 



Table 12 A2 - Budgeted Financial Performance (revenue and expenditure by standard 
classification) 


FS181 Masilonyana - Table A2 Budgeted Financial Performance (revenue and expenditure by standard classification) 


Standard Classification Description 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

R thousand 

1 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

Revenue - Standard 











Governance and administration 


- 

- 

66,405 

55,825 

53,112 

53,112 

53,835 

60,842 

61,877 

Executive and councii 


- 

- 

40,878 

28,346 

28,774 

28,774 

25,700 

29,980 

28,016 

Budget and treasury office 


- 

- 

15,056 

16,010 

8,870 

8,870 

10,246 

11,180 

12,208 

Corporate services 


- 

- 

10,472 

11,469 

15,469 

15,469 

17,889 

19,682 

21,654 

Community and public safety 


- 

- 

(349) 

(162) 

(176) 

(176) 

284 

119 

862 

Community and sociai services 


- 

- 

(171) 

(181) 

(196) 

(196) 

(115) 

(135) 

(158) 

Sport and recreation 


- 

- 

(187) 

(198) 

(198) 

(198) 

159 

- 

744 

Pubiic safety 


- 

- 

16 

225 

225 

225 

248 

272 

299 

Housing 


- 

- 

(7) 

(7) 

(7) 

(7) 

(7) 

(18) 

(24) 

Health 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Economic and environmental services 


- 

- 

(390) 

642 

702 

702 

695 

(361) 

(397) 

Planning and development 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Road transport 


- 

- 

(390) 

642 

702 

702 

695 

(361) 

(397) 

Environmentel protection 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Trading services 


- 

- 

96,397 

143,821 

123,220 

123,220 

126,599 

132,687 

139,156 

Electricity 


- 

- 

37,826 

43,813 

39,813 

39,813 

43,762 

47,026 

49,301 

Water 


- 

- 

21,613 

61,913 

40,813 

40,813 

37,118 

39,566 

38,183 

Waste water management 


- 

- 

22,031 

22,812 

25,612 

25,612 

27,607 

29,812 

31,579 

Waste management 


- 

- 

14,927 

15,282 

16,982 

16,982 

18,113 

16,283 

20,092 

Other 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Revenue • Standard 

2 

- 

- 

162,063 

200,126 

176,858 

176,858 

181,413 

193,288 

201,497 

Exoenditure - Standard 











Governance and administration 


- 

- 

55,220 

60,383 

63,616 

63,616 

63,072 

63,965 

64,551 

Executive and council 


- 

- 

20,928 

23,523 

25,147 

25,147 

29,441 

28,587 

30,871 

Budget and treasury office 


- 

- 

19,321 

19,700 

21,309 

21,309 

21,984 

23,872 

25,927 

Corporate services 


- 

- 

14,971 

17,160 

17,160 

17,160 

1 1 ,648 

11,506 

7,752 

Community and public safety 


- 

- 

12,102 

19,207 

18,489 

18,489 

20,796 

23,267 

24,391 

Community and social services 


- 

- 

7,426 

11,987 

1 1 ,868 

11,868 

13,676 

15,499 

15,982 

Sport and recreation 


- 

- 

2,696 

4,100 

3,500 

3,500 

3,734 

4,075 

4,395 

Public safety 


- 

- 

939 

1,903 

1,903 

1,903 

2,088 

2,294 

2,521 

Housing 


- 

- 

1,041 

1,217 

1,217 

1,217 

1,298 

1,399 

1,493 

Health 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Economic and env/ronmenta/ services 


- 

- 

16,548 

18,623 

8,731 

8,731 

14,193 

22,344 

21,752 

Planning and development 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Road transport 


- 

- 

16,548 

18,623 

8,731 

8,731 

14,193 

22,344 

21,752 

Environmental protection 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Trading services 


- 

- 

78,794 

84,909 

72,900 

72,900 

83,247 

83,741 

90,549 

Electricity 


- 

- 

27,070 

34,611 

38,748 

38,748 

39,837 

44,209 

49,571 

Water 


- 

- 

24,621 

22,937 

15,687 

15,687 

25,281 

17,495 

18,179 

Waste water management 


- 

- 

19,227 

16,287 

1 1 ,287 

11,287 

10,145 

11,456 

13,220 

Waste management 


- 

- 

7,877 

11,074 

7,178 

7,178 

7,984 

10,580 

9,580 

Other 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Expenditure - Standard 

3 

- 

- 

162,664 

183,122 

163,736 

163,736 

181,309 

193,317 

201,242 

Surplus/(Deficit) forthe year 


- 

- 

(600) 

17,004 

13,122 

13,122 

105 

(29) 

255 


Explanatory notes to Table A2 - Budgeted Financial Performance (revenue and expenditure by 

standard classification) 

• Table A2 is a view of the budgeted financial performance in relation to revenue and expenditure 
per standard classification. 

The modified GFS (Government Finance Statistics) standard classification divides the municipal 
services into 15 functional areas. Municipal revenue, operating expenditure and capital 
expenditure are then classified in terms if each of these functional areas which enables the 
National Treasury to compile ‘whole of government’ reports. 

• Note the Total Revenue on this table excludes capital revenues (Transfers recognised - capital) 
and balance to the operating revenue shown on Table A4. 

• Note that as a general principle the revenues for the Trading Services should exceed their 
expenditures. 

• Other functions that show a deficit between revenue and expenditure are being financed from 
rates revenues and other revenue sources reflected under Finance and Admin. 


Table 13 A3 - Budgeted Financial Performance (revenue and expenditure by municipal vote) 


FS181 Masilonyana - Table A3 Budgeted Financial Performance (revenue and expenditure by municipal vote) 


Vote Description 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

R thousand 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

Revenue bv Vote 

Executive and Council 

1 



40,903 

28,742 

28,742 

28,742 

25,502 

30,124 

28,922 

Finance and Admin 


- 

- 

25,504 

27,085 

25,244 

25,244 

28,258 

30,993 

34,000 

Community Facilities 


- 

- 

(172) 

(183) 

(184) 

(184) 

(122) 

(121) 

(120) 

Housing 


- 

- 

(7) 

(7) 

(7) 

(7) 

(7) 

(18) 

(24) 

Public Safety 


- 

- 

16 

225 

225 

225 

225 

225 

225 

Sport and Recreation 


- 

- 

(187) 

(198) 

(198) 

(198) 

(218) 

(240) 

(264) 

Waste Mangement 


- 

- 

14,927 

15,282 

16,982 

16,982 

18,113 

16,283 

20,092 

Waste Water Management 


- 

- 

22,031 

22,812 

25,612 

25,612 

27,607 

29,812 

31,579 

Roads and Transport 


- 

- 

(391) 

35,563 

35,563 

35,563 

1,178 

(361) 

(397) 

Water 


- 

- 

21,613 

44,913 

44,913 

44,913 

37,118 

39,566 

38,183 

Electricity 


- 

- 

37,826 

43,813 

43,813 

43,813 

43,762 

47,026 

49,301 

Vote 12 -[NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13 -[NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14 -[NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15 -[NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Revenue by Vote 

2 

- 

- 

162,063 

218,047 

220,705 

220,705 

181,414 

193,288 

201,497 

Exoenditure bv Vote to be aoDroDnated 

Executive and Council 

1 



31,500 

32,653 

39,867 

39,867 

40,393 

40,265 

43,697 

Finance and Admin 


- 

- 

25,159 

30,772 

26,489 

28,295 

26,379 

31,696 

30,154 

Conminity Facilities 


- 

- 

5,244 

8,945 

9,117 

9,117 

9,592 

9,626 

10,156 

Housing 


- 

- 

1,041 

1,217 

1,217 

1,217 

1,298 

1,399 

1,493 

Public Safety 


- 

- 

942 

1,903 

1,903 

1,903 

2,048 

1,990 

2,144 

Sport and Recreation 


- 

- 

2,696 

4,100 

4,100 

4,100 

3,734 

4,075 

4,395 

Waste Mangement 


- 

- 

7,877 

11,074 

7,178 

11,074 

10,230 

13,883 

15,311 

Waste Water Management 


- 

- 

16,287 

16,287 

11,287 

11,287 

9,910 

11,424 

12,185 

Roads and Transport 


- 

- 

20,227 

18,623 

8,731 

8,731 

13,958 

20,144 

19,662 

Water 


- 

- 

24,621 

22,937 

15,687 

15,687 

21,305 

19,465 

20,663 

Electricity 


- 

- 

27,070 

34,611 

38,748 

38,748 

42,463 

39,351 

41,381 

Vote 12 -[NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13 -[NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14 -[NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15 -[NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Expenditure by Vote 

2 

- 

- 

162,662 

183,122 

164,324 

170,025 

181,309 

193,317 

201,242 

Surplus/(Deficit) for the year 

2 

- 

- 

(600) 

34,925 

56,380 

50,679 

105 

(29) 

256 


Explanatory notes to Table A3 - Budgeted Financial Performance (revenue and expenditure by 
municipal vote) 

• Table A3 is a view of the budgeted financial performance in relation to the revenue and 
expenditure per municipal vote. This table facilitates the view of the budgeted operating 
performance in relation to the organisational structure of the Municipality. This means it is 
possible to present the operating surplus or deficit of a vote. 


Table 14 A4 - Budgeted Financial Performance (revenue and expenditure) 


FS181 Masilonyana • Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2014/15 

+1 2015/16 

+2 2016/17 

Revenue By Source 












Properly rates 

2 

13,240 

14,455 

- 

10,980 

16,280 

16,280 

16,280 

17,908 

19,699 

21,669 

Property rates - penalties & collection charges 












Service charges - electricity revenue 

2 

19,502 

25,150 

- 

25,527 

21,527 

21,527 

21,527 

24,459 

26,905 

29,596 

Service charges - water revenue 

2 

14,324 

15,021 

- 

24,457 

24,957 

24,957 

24,957 

15,989 

17,588 

19,347 

Service charges • sanitation revenue 

2 

15,032 

15,783 

- 

13,939 

16,739 

16,739 

16,739 

18,413 

20,254 

22,280 

Service charges • retuse revenue 

2 

7,795 

8,184 

- 

6,333 

8,033 

8,033 

8,033 

8,836 

9,720 

10,692 

Service charges - other 


365 

(855) 



8,196 

8,196 

8,196 

129 

112 

310 

Rentel of tecilities and equipment 


155 

174 

47 

50 

50 

51 

51 

49 

49 

49 

Interest earned • external investments 


27 

50 

343 

339 

1 

1 

1 

1 

1 

2 

Interest earned • outetanding debtors 


2,998 

3,094 

12,500 

13,200 

6,000 

6,000 

6,000 

6,510 

8,250 

9,075 

Dividends received 


26 

11 

10 

11 

100 

100 

100 




Fines 


81 

67 

16 

225 

225 

225 

225 

248 

272 

299 

Licences and permte 

Agency services 

Transfers recognised • operational 


80,939 

74,392 

83,391 

86,121 

86,121 

86,121 

86,121 

88,607 

90,436 

88,178 

Other revenue 

2 

130 

53 

- 

137 

- 

- 

- 

263 

- 

- 

Gains on disposal of PPE 












Total Revenue (excluding capital transfers and 
contributions) 


154,614 

155,579 

96,308 

181,319 

188,229 

188,231 

188,231 

181,413 

193,288 

201,497 

Expenditure By Type 












Employee related costs 

2 

41,239 

44,924 

48,830 

67,456 

63,560 

63,560 

63,560 

64,554 

68,944 

73,632 

Remuneration of councilbrs 


4,433 

4,835 

5,703 

6,285 

6,285 

6,285 

6,285 

6,712 

7,169 

7,656 

Debt impairment 

3 

37,515 

31,436 

5,703 

29,533 

6,578 

6,578 

6,578 

11,869 

12,119 

9,121 

Deprecialon & asset impairment 

2 

400 

3,100 

1,900 

2,006 

6 

6 

6 

1,007 

1,108 

1,219 

Finance charges 


1,006 

514 

537 

484 

484 

484 

484 

1,316 

1,316 

1,317 

Bulk purchases 

2 

19,300 

23,575 

26,950 

27,435 

36,635 

36,635 

36,635 

35,298 

37,069 

38,976 

Other materials 

8 











Contacted services 


400 

500 

740 

- 

- 

- 

- 

30 

33 

36 

Transfers and grante 


- 

- 

10,649 

17,146 

11,606 

11,606 

11,606 

- 

- 

- 

Other expenditure 

4,5 

39,558 

28,233 

- 

31,603 

32,551 

32,551 

32,551 

60,522 

65,558 

69,285 

Loss on disposal of PPE 












Total Expenditure 


143,851 

137,117 

101,011 

181,947 

157,706 

157,706 

157,706 

181,309 

193,316 

201,242 

Surplus/(Deficit) 


10,763 

18,462 

(4,703) 

(628) 

30,523 

30,525 

30,525 

105 

(28) 

254 

Transfers recognised • capital 





54,271 

54,271 

54,271 

54,271 

74,731 

83,924 

96,837 

Contibutions recognised • capitel 

6 

- 

- 

- 

5,775 

5,775 

5,775 

5,775 

12,791 

12,946 

11,580 

Contibuted assets 












Surplus/(Deficit) after capital transfers & 
contributions 


10,763 

18,462 

(4,703) 

59,418 

90,569 

90,570 

90,570 

87,627 

96,842 

108,671 

Taxation 












Surplus/(Deficit) after taxation 


10,763 

18,462 

(4,703) 

59,418 

90,569 

90,570 

90,570 

87,627 

96,842 

108,671 

Attibutable to rrinorities 












Surplus/(Deficit) attributable to municipality 


10,763 

18,462 

(4,703) 

59,418 

90,569 

90,570 

90,570 

87,627 

96,842 

108,671 

Share of surplus/ (deticit) of associate 

7 











Surplus/(Deficit) for the year 


10,763 

18,462 

(4,703) 

59,418 

90,569 

90,570 

90,570 

87,627 

96,842 

108,671 


Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and expenditure) 

• Total revenue is R181 million in 2014/15. 

• Revenue to be generated from property rates is R17.9 million in the 2014/15 financial year 
and remains a significant funding source for the municipality. 

• Services charges relating to electricity, water, sewerage and refuse removal constitutes the 
biggest component of the revenue basket of the Municipality amounting to R66 million for the 
2014/15 financial year. 

• Transfers recognised - operating includes the local government equitable share and other 
operating grants from national and provincial government amounting to R 89 Million 

• Bulk purchases have steadily increased since 2013/14 to 2014/15 period escalating from 
R32 million to R35 million. These increases can be attributed to the increase in the cost of 
bulk electricity from Eskom. 

• Employee related costs, to be specific vacant posts which constitutes the significant portion of 
the total employee cost, and bulk purchases, and other expenditure are the main cost drivers 
within the municipality. Alternative operational gains and efficiencies will have to be identified 
to lessen the impact of these expenditure in future. 


Table 15 A5 - Budgeted Capital Expenditure by vote, standard classification and funding 
source 


FS181 Masilonyana • Table AS Budgeted Capital Expenditure by vote, standard classification and funding 


Vote Description 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2014/15 

+1 2015/16 

+2 2016/17 

Capital expenditure - Vote 

Multi-vear expenditure to be aDorooriated 

2 











Vote 1 • Executive and Council 


35,775 

26,681 

- 

2,016 

2,016 

2,016 

2,016 

4,637 

1,220 

1,220 

Vote 2 • Finance and Admin 


18 

516 

555 

2,764 

2,764 

2,764 

2,764 

- 

- 

- 

Vote 3 • Communty Fadlilies 


30 

67 

3,839 

3,841 

3,841 

3,841 

3,841 

855 

- 

- 

Vote 4 • Housng 


- 

- 

- 

- 

- 

- 

- 

4,361 

3,000 

3,000 

Vote 5 • Public SafeV 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 6 • Sports & Recreation 


- 

- 

- 

11,038 

11,038 

11,038 

11,038 

13,404 

5,019 

- 

Vote 7 • V\teste Management 


- 

- 

7,877 

3,309 

3,309 

3,309 

3,309 

- 

10,114 

- 

Vote 8 • V\teste V\teter Management 


- 

- 

19,227 

1,388 

1,388 

1,388 

1,388 

4,445 

7,895 

- 

Vote 9 • Roads and Transport 


- 

- 

17,290 

11,917 

11,917 

11,917 

11,917 

2,959 

- 

- 

Vote10-V\teter 


- 

- 

24,621 

24,773 

24,773 

24,773 

24,773 

55,445 

63,655 

72,000 

Vote 1 1 - ElecTicity 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 12 -[NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13 -[NAME OF VOTE 13] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14 -[NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15 -[NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Capital multi-year expenditure sub-total 

7 

35,823 

27,264 

73,409 

61,046 

61,046 

61,046 

61,046 

86,105 

90,903 

76,220 

Sinale-vear expenditure to be aaorooriated 

2 











Vote 1 - Executive and Council 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 2 - Finance and Admin 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 3 - Community Fadlities 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 4 - Housing 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 5 - Public Safety 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 6 • Sports & Recreation 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 7 - Vtfeste Management 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 8 - Vtfeste Vtfeter Management 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 9 - Roads and Transport 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 10 - Vtfeter 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 1 1 - Electricity 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 12 -[NAME OF VOTE 12] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 13 -[NAME OF VOTE 13) 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 14 -[NAME OF VOTE 14] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Vote 15 -[NAME OF VOTE 15] 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Capital single-year expenditure sub-total 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Capital Expenditure - Vote 


35,823 

27,264 

73,409 

61,046 

61,046 

61,046 

61,046 

86,105 

90,903 

76,220 

Capital Expenditure - Standard 












Governartce and administration 


35,793 

27,196 

555 

3,195 

3,195 

3,195 

3,195 

4,266 

1,220 

1,220 

Executive and coundl 


35,691 

26,434 


2,016 

2,016 

2,016 

2,016 

4,266 

1,220 

1,220 

Budget and freasury ofSce 


18 

516 

555 

1,179 

1,179 

1,179 

1,179 




Corporate services 


84 

246 









Community and public safety 


30 

67 

435 

14,113 

14,113 

14,113 

14,113 

18,990 

8,019 

3,000 

Community and sodal services 


30 

67 

435 

3,076 

3,076 

3,076 

3,076 

1,226 



Sport and recreation 

Public safety 





11,038 

11,038 

11,038 

11,038 

13,404 

5,019 


Housing 

Health 









4,361 

3,000 

3,000 

Economic and ertv/ronmenfa/ services 


- 

- 

950 

11,917 

11,917 

11,917 

11,917 

- 

- 

- 

Planning and devetopment 

Road transport 

Environmentel protection 




950 

11,917 

11,917 

11,917 

11,917 




Trading services 


- 

19,214 

40,833 

29,470 

29,470 

29,470 

29,470 

62,849 

81,663 

72,000 

Electricity 

Water 



13,706 

22,464 

24,773 

24,773 

24,773 

24,773 

55,445 

63,655 

72,000 

Waste water management 



5,508 

11,849 

1,388 

1,388 

1,388 

1,388 

4,445 

7,894 


Waste management 




6,520 

3,309 

3,309 

3,309 

3,309 

2,959 

10,114 


Other 










0 


Total Capital Expenditure - Standard 

3 

35,823 

46,477 

42,773 

58,696 

58,696 

58,696 

58,696 

86,105 

90,903 

76,220 

Funded by: 












National Government 


35,823 

46,477 

36,868 

35,921 

35,921 

35,921 

35,921 

29,754 

23,810 

24,837 

Provindal Government 




8,000 

17,000 

17,000 

17,000 

17,000 

46,000 

60,000 

72,000 

Dislrict Munidpality 

Otier transfers and grants 





2,350 

2,350 

2,350 

2,350 




Transfers recognised ■ capital 

4 

35,823 

46,477 

44,868 

55,271 

55,271 

55,271 

55,271 

75,754 

83,810 

96,837 

Public contributions & donations 

5 











Borrowing 

Internally generated funds 

6 



675 

5,775 

5,775 

5,775 

5,775 

12,791 

3,625 


Total Capital Funding 

7 

35,823 

46,477 

45,543 

61,046 

61,046 

61,046 

61,046 

88,545 

87,435 

96,837 


Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard classification 
and funding source 

• Table A5 is a breakdown of the capital programme in relation to capital expenditure by municipal 
vote (multi-year and single-year appropriations); capital expenditure by standard classification; 
and the funding sources necessary to fund the capital budget, including information on capital 
transfers from national and provincial departments. 


• The MFMA provides that a municipality may approve multi-year or single-year capital budget 
appropriations. 

• Single-year capital expenditure has been appropriated at R86 million for the 2014/15 financial 
year. 

• Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that will 
be incurred in the specific budget year. 

• The capital programme is funded from capital and provincial grants and transfers, and internally 
generated funds from current year surpluses. For 2014/15, capital transfers totals R74.7 million 
with internally generated funding amounts to R12.7 million. 

Table 16 A6 - Budgeted Financial Position 


FS181 Masilonyana - Table A6 Budgeted Financial Position 


Description 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 MediumTerm Revenue & Expenditure 
Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2014/15 

+1 2015/16 

+2 2016/17 

ASSETS 

Current assets 












Cash 


6,564 

1,287 

7,347 

4 

4 

4 

4 

7 

157 

173 

Call investment deposits 

1 

- 

- 

1,065 

2,850 

2,850 

2,850 

2,850 

3,021 

3,022 

3,203 

Consumer debtors 

1 

- 

146,282 

186,196 

- 

- 

- 

- 

300,000 

- 

- 

Other debtors 

Current portion of long-term receivables 

Inventory 

2 

198 

280 

84 








Total current assets 


6,762 

147,849 

194,691 

2,854 

2,854 

2,854 

2,854 

303,028 

3,179 

3,376 

Non current assets 












Long-term receivables 

Investments 


82 

79 

88 








Investment proper^ 

Investment in Associate 


66,559 

72,209 

70,735 








Property, plant and equipment 

3 

- 

- 

134,916 

192,283 

205,664 

217,729 

230,518 

243,032 

257,756 

273,377 

Agriojltural 

Biological 

Intangible 

Other non-current assets 












Total non current assets 


66,641 

72,288 

205,739 

192,283 

205,664 

217,729 

230,518 

243,032 

257,756 

273,377 

TOTAL ASSETS 


73,403 

220,137 

400,431 

195,137 

208,518 

220,583 

233,372 

546,060 

260,935 

276,753 

LIABILITIES 

Current liabilities 












Bank overdraft 

1 











Borrowing 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Consumer deposits 


969 

977 

841 








Trade and other payables 

4 

- 

- 

14,690 

- 

- 

- 

- 

- 

- 

- 

Provisions 












Total current liabilities 


969 

977 

15,531 

- 

- 

- 

- 

- 

- 

- 

Non current liabilities 












Borrowing 


- 

- 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

Provisions 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total non current liabilities 


- 

- 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

TOTAL LIABILITIES 


969 

977 

19,272 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

3,741 

NET ASSETS 

5 

72,434 

219,160 

381,159 

191,395 

204,777 

216,842 

229,630 

542,319 

257,194 

273,012 

COMMUNITY WEALTH/EQUITY 












Accumulated Surplus/(De1icit) 


894,019 

520,039 

656,723 

696,126 

696,126 

696,126 

696,126 

696,126 

696,126 

696,126 

Reserves 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Minorites' interests 












TOTAL COMMUNITY WEALTH/EQUITY 

5 

894,019 

520,039 

656,723 

696,126 

696,126 

696,126 

696,126 

696,126 

696,126 

696,126 


Explanatory notes to Table A6 - Budgeted Financial Position 

• Table A6 is consistent with international standards of good financial management practice, and 
improves understandability for councillors and management of the impact of the budget on the 
statement of financial position (balance sheet). 

• This format of presenting the statement of financial position is aligned to GRAPl, which is 
generally aligned to the international version which presents Assets less Liabilities as 
“accounting” Community Wealth. The order of items within each group illustrates items in order of 
liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be met from 
cash, appear first. 


• The municipal equivalent of equity is Community Wealth/Equity. The justification is that ownership 
and the net assets of the municipality belong to the community. 

• Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably 
impact on the Budgeted Financial Position. As an example, the collection rate assumption will 
impact on the cash position of the municipality and subsequently inform the level of cash and 
cash equivalents at year end. Similarly, the collection rate assumption should inform the budget 
appropriation for debt impairment which in turn would impact on the provision for bad debt. These 
budget and planning assumptions form a critical link in determining the applicability and relevance 
of the budget as well as the determination of ratios and financial indicators. In addition the funding 
compliance assessment is informed directly by forecasting the statement of financial position. 


Table 17 A7 - Budgeted Cash Flow Statement 


FS181 Masilonyana ■ Table A7 Budgeted Cash Flows 


Description 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 MediumTerm Revenue & Expenditure 
Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2014/15 

+1 2015/16 

+2 2016/17 

CASH FLOW FROM OPERATING ACTIVITIES 












Receipts 












Ratepayers and other 


54,292 

54,380 

38,557 

53,584 

84,143 

84,143 

84,143 

59,924 

65,917 

72,481 

Government- operating 

1 

113,200 

74,667 

83,391 

85,121 

85,121 

85,121 

85,121 

87,584 

91,379 

89,197 

Government- capital 

1 


30,404 

44,782 

52,921 

52,921 

52,921 

52,921 

74,731 

83,924 

96,837 

Interest 


959 

783 

12,500 

13,200 

6,000 

6,000 

6,000 

5,250 

5,775 

9,075 

Dividends 


2 


37 

11 

11 

11 

11 

90 

100 

11 

Payments 












Suppliers and employees 


(127,725) 

(109,048) 

(128,814) 

(148,513) 

(177,899) 

(177,899) 

(177,899) 

(168,433) 

(192,000) 

(199,926) 

Finance charges 

Transfers and Grants 

1 

(1.955) 

(1,525) 

(555) 

(424) 

1,316 

1,316 

1,316 

(1,316) 

(1,316) 

(1,316) 

NET CASH FROM/(USED) OPERATING ACTIVITIES 


38,773 

49,661 

49,898 

55,900 

51,612 

51,612 

51,612 

57,831 

53,779 

66,359 

CASH FLOWS FROM INVESTING ACTIVITIES 












Receipts 












Proceeds on disposal of PPE 

Decrease (Increase) in non-current debtors 

Decrease (increase) other non-current receivables 
Decrease (increase) in non-current investments 


5,478 

3 









Payments 












Capital assets 


(35,823) 

(52,127) 

(44,782) 

(52,921) 

(52,921) 

(52,921) 

(52,921) 

(86,105) 

(90,903) 

(76,220) 

NET CASH FROM/(USED) INVESTING ACTIVITIES 


(30,345) 

(52,124) 

(44,782) 

(52,921) 

(52,921) 

(52,921) 

(52,921) 

(86,105) 

(90,903) 

(76,220) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 












Shortterm loans 

Borrowing long ternVrelinancing 

Increase (deaease) in consumer deposits 




(2,724) 

(2,561) 







Payments 












Repayment of borrowing 


(2,392) 

(2,813) 


(414) 

1,316 

1,316 

1,316 

(1,316) 

(1,316) 

(1,316) 

NET CASH FROM/(USED) FINANCING ACTIVITIES 


(2,392) 

(2,813) 

(2,724) 

(2,975) 

1,316 

1,316 

1,316 

(1,316) 

(1,316) 

(1,316) 

NET INCREASE/ (DECREASE) IN CASH HELD 


6,036 

(5,276) 

2,392 

4 

7 

7 

7 

(29,591) 

(38,439) 

(11,177) 

Cash/cash equivalents atthe year begin: 

2 


6,036 

760 




- 


(29,591) 

(68,030) 

Cash/cash equivalents atthe year end: 

2 

6,036 

760 

3,152 

4 

7 

7 

7 

(29,591) 

(68,030) 

(79,207) 


Explanatory notes to Table A7 - Budgeted Cash Flow Statement 


• The budgeted cash flow statement is the first measurement in determining if the budget is funded. 

• It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the 
implementation of the budget. 


Table 18 SA8 - Performance indicators and benchmarks 


FS181 Masilonyana - Supporting Table SA8 Performance indicators and benchmarks 



Part 2 - Supporting Documentation 

• Overview of the annual budget process 

Section 53 of the MFMA requires the Mayor of the municipality to provide general political guidance in 
the budget process and the setting of priorities that must guide the preparation of the budget. In 
addition Chapter 2 of the Municipal Budget and Reporting Regulations states that the Mayor of the 
municipality must establish a Budget Steering Committee to provide technical assistance to the Mayor 
in discharging the responsibilities set out in section 53 of the Act. 

The Budget Steering Committee consists of the Municipal Manager and senior officials of the 
municipality meeting under the chairpersonship of the Mayor. 

The primary aim of the Budget Steering Committee is to ensure: 

• that the process followed to compile the budget complies with legislation and good budget 
practices; 

• that there is proper alignment between the policy and service delivery priorities set out in the 
Municipality’s IDP and the budget, taking into account the need to protect the financial 
sustainability of municipality; 


• that the municipality’s revenue and tariff setting strategies ensure that the cash resources 
needed to deliver services are available; and 

• that the various spending priorities of the different municipal departments are properly 
evaluated and prioritised in the allocation of resources. 

• Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before the 
start of the new financial year (i.e. in August 2013) a time schedule that sets out the process to revise 
the IDP and prepare the budget. 

The Mayor tabled in Council the required the IDP and budget time schedule. In accordance with the 
original budget time schedule the IDP and annual budget for 2014/15 were to be adopted by Council 
on 30 May 2014. 

National Treasury, in MFMA Circular No 70 & 72, provided specific guidelines to municipalities on 
options available to ensure that the budget process for the 2014/15 MTREF period is completed on 
time and within the legislative requirements. 

A revised budget time schedule was tabled to Council. In accordance with the revised budget time 
schedule the IDP and annual budget for 2014/15 will be adopted by Council at the end of May 2014 

This is the eighth review of the IDP as adopted by Council in May 2006. It started in September 2012 
after the tabling of the IDP Process Plan and the Budget Time Schedule for the 2014/15 MTREF in 
August. 

The Municipality’s IDP is its principal strategic planning instrument, which directly guides and informs 
its planning, budget, management and development actions. 

This framework is rolled out into objectives, key performance indicators and targets for 
implementation which directly inform the Service Delivery and Budget Implementation Plan. 


With the compilation of the 2014/15 MTREF, each department/function had to review the business 
planning process, including the setting of priorities and targets after reviewing the mid-year and third 
quarter performance against the 2013/14 Departmental Service Delivery and Budget Implementation 
Plan. Business planning links back to priority needs and master planning, and essentially informed the 
detail operating budget appropriations and three-year capital programme. 

• Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2014/15 MTREF, extensive financial modelling was undertaken to 
ensure affordability and long-term financial sustainability. The following key factors and planning 
strategies have informed the compilation of the 2014/15 MTREF: 

• Municipality growth. 

• Policy priorities and strategic objectives. 

• Asset maintenance. 

• Economic climate and trends (i.e. inflation, Eskom increases, household debt). 

• Cash Flow Management Strategy. 

• Debtor payment levels. 

• Loan and investment possibilities. 

• The need for tariff increases versus the ability of the community to pay for services. 


Improved and sustainable service delivery. 


In addition to the above, the strategic guidance given in National Treasury’s MFMA Circulars 70 & 72 
has been taken into consideration in the planning and prioritisation process. 

• Community Consultation 

The draft 2014/15 MTREF was tabled before Council on 28 March 2014, and was taken for 
community consultations until 25 April 2013.lt was be published on the municipality’s website, and 
hard copies made available at customer care offices, municipal notice boards and various libraries. 

All documents in the appropriate format (electronic and printed) will be provided to National Treasury, 
and other national and provincial departments in accordance with section 23 of the MFMA, to provide 
an opportunity for them to make inputs. 

Submissions received during the community consultation process and additional information 
regarding revenue and expenditure and individual capital projects where relevant, have been 
considered as part of the finalisation of the 2014/15 MTREF. 

• Overview of alignment of annual budget with IDP 

The Constitution mandates local government with the responsibility to exercise local developmental 
and cooperative governance. The eradication of imbalances in South African society can only be 
realized through a credible integrated developmental planning process. 

Municipalities in South Africa need to utilise integrated development planning as a method to plan 
future development in their areas and so find the best solutions to achieve sound long-term 
development goals. A municipal IDP provides a five year strategic programme of action aimed at 
setting short, medium and long term strategic and budget priorities to create a development platform, 
which correlates with the term of office of the political incumbents. The plan aligns the resources and 
the capacity of a municipality to its overall development aims and guides the municipal budget. An 
IDP is therefore a key instrument which municipalities use to provide vision, leadership and direction 
to all those that have a role to play in the development of a municipal area. The IDP enables 
municipalities to make the best use of scarce resources and speed up service delivery. 

Integrated developmental planning in the South African context is amongst others, an approach to 
planning aimed at involving the municipality and the community to jointly find the best solutions 
towards sustainable development. Furthermore, integrated development planning provides a 
strategic environment for managing and guiding all planning, development and decision making in the 
municipality. 

It is important that the IDP developed by municipalities correlate with National and Provincial intent. It 
must aim to co-ordinate the work of local and other spheres of government in a coherent plan to 
improve the quality of life for all the people living in that area. Applied to the Municipality, issues of 
national and provincial importance should be reflected in the IDP of the municipality. A clear 
understanding of such intent is therefore imperative to ensure that the Municipality strategically 
complies with the key national and provincial priorities. 

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the quality of 
life for all the people living in the area, also reflecting issues of national and provincial importance. 
One of the key objectives is therefore to ensure that there exists alignment between national and 
provincial priorities, policies and strategies and the Municipality’s response to these requirements. 


In order to ensure integrated and focused service delivery between all spheres of government it was 
important for the Municipality to align its budget priorities with that of national and provincial 
government. All spheres of government place a high priority on infrastructure development, economic 
development and job creation, efficient service delivery, poverty alleviation and building sound 
institutional arrangements. 

The identification of strategic focus areas which informed the preparation of the IDP and Budget is 
based on the six key performance areas contained in the 5 Year Local Government Strategic Agenda 
which are: 

• Spatial rationale and analysis. 

• Institutional development and transformation. 

• Local economic development. 

• Infrastructure and service delivery. 

• Good governance. 

• Financial viability. 

• Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery progress 
against the identified strategic objectives and priorities. In accordance with legislative requirements 
and good business practices as informed by the National Framework for Managing Programme 
Performance Information, the Municipality has developed and implemented a performance 
management system of which system is constantly refined as the integrated planning process 
unfolds. The Municipality targets, monitors, assess and reviews organisational performance which in 
turn is directly linked to individual employee’s performance. 

At any given time within government, information from multiple years is being considered; plans and 
budgets for next year; implementation for the current year; and reporting on last year's performance. 
Although performance information is reported publicly during the last stage, the performance 
information process begins when policies are being developed, and continues through each of the 
planning, budgeting, implementation and reporting stages. The planning, budgeting and reporting 
cycle can be graphically illustrated as follows: 



Figure 2: Planning, budgeting and reporting cycle 


The performance of the Municipality relates directly to the extent to which it has achieved success in 
realising its goals and objectives, complied with legislative requirements and meeting stakeholder 
expectations. 


The performance information concepts used by the Municipality in its integrated performance 
management system are aligned to the Framework of Managing Programme Performance 
Information issued by the National Treasury: 
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Figure 3: Definition of performance information concepts 


Overview of budget assumptions 


• External factors 

The Budget Review notes that the South African economy has demonstrated resilience 
despite unsettled international economic conditions. Global developments are likely to hold 
back higher growth over the short term, resulting in gross domestic product (GDP) growth 
being expected to slow from 2.7 per cent in 2012 to 2.4 per cent in 2013. However, the 
domestic outlook remains positive over the medium term. As the world economy strengthens, 
GDP growth will accelerate to 4.2 per cent in 2014 and 4.2 per cent in 2015, led by robust 
household consumption, and stronger public- and private-sector investment. 

Government is focussing on capital investment in large-scale public-sector infrastructure 
projects and reducing the cost of doing business through targeted interventions. This will 
entail shifting the composition of spending from consumption towards capital investment. 
Moderating growth in the public-sector wage bill, and stabilising the growth in interest 
payments, will allow more funds to be spent on infrastructure and social spending. 


Consequently, municipal revenues and cash flows are expected to gradually improve during 
2014/15. However, given that the likely recovery is not guaranteed and, at best, is likely to be 
slow, municipalities must still adopt a conservative approach when projecting their 
expected revenues and cash receipts. Municipalities should also pay particular attention to 
managing all revenue and cash streams effectively, and carefully evaluate all spending 
decisions. 


General inflation outlook and its impact on the municipal activities 

There are five key factors that have been taken into consideration in the compilation of the 2014/15 
MTREF: 

• National Government macro-economic targets; 

• The general inflationary outlook and the impact on Municipality’s residents and businesses; 

• The impact of municipal cost drivers; 

• The increase in prices for bulk electricity and water; and 

• The increase in the cost of remuneration. The wage agreement SALGBC concluded with the 
municipal workers unions on 31 July 2009 as well as the categorisation and job evaluation 
wage curves collective agreement signed on 21 April 2010 must be noted. 

• Collection rate for revenue services 

The base assumption is that tariff and rating increases will increase at a rate slightly higher that CPI 
over the long term. It is also assumed that current economic conditions, and relatively controlled 
inflationary conditions, will continue for the forecasted term. 

The rate of revenue collection is currently expressed as a percentage () of annual billings. Cash flow 
is assumed to be 64percent of billings, including an increased collection of arrear debt from the 
revised collection and credit control policy. The performance of arrear collections will however only be 
considered a source of additional cash inflow once the performance has been carefully monitored. 

• Salary increases 

The collective agreement regarding salaries/wages came into operation on 1 July 2009 and shall 
remain in force until 30 June 2012. Year three is an across the board increase of 6.8 per cent. See 
National Treasury Circular # 72. 


Impact of national, provincial and local policies 


Integration of service delivery between national, provincial and local government is critical to ensure 
focussed service delivery and in this regard various measures were implemented to align IDPs, 
provincial and national strategies around priority spatial interventions. In this regard, the following 
national priorities form the basis of all integration initiatives: 

• Creating jobs; 

• Enhancing education and skill development; 

• Improving Health services; 

• Rural development and agriculture; and 

• Fighting crime and corruption. 

To achieve these priorities integration mechanisms are in place to ensure integrated planning and 
execution of various development programs. The focus will be to strengthen the link between policy 
priorities and expenditure thereby ensuring the achievement of the national, provincial and local 
objectives. 

• Ability of the municipality to spend and deliver on the programmes 

It is estimated that a spending rate of 100 percent is achieved on operating expenditure and on the 
capital programme for the 2014/15 MTREF of which performance has been factored into the cash 
flow budget. 

• Overview of budget funding 

• Medium-term outlook: operating revenue 

The following table is a breakdown of the operating revenue over the medium-term: 


Table 19 Breakdown of the operating revenue over the medium-term 


FS181 Masilonyana ■ Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

R thousand 

Ref 

1 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

Revenue Bv Source 

Properly rates 

2 

13,240 

14,455 


10,980 

16,280 

16,280 

16,280 

17,908 

19,699 

21,669 

Property rates - penalties & collection charges 












Service charges • electricity revenue 

2 

19,502 

25,150 

- 

25,527 

21,527 

21,527 

21,527 

24,459 

26,905 

29,596 

Service charges - water revenue 

2 

14,324 

15,021 

- 

24,457 

24,957 

24,957 

24,957 

15,989 

17,588 

19,347 

Service charges • sanitation revenue 

2 

15,032 

15,783 

- 

13,939 

16,739 

16,739 

16,739 

18,413 

20,254 

22,280 

Service charges • retuse revenue 

2 

7,795 

8,184 

- 

6,333 

8,033 

8,033 

8,033 

8,836 

9,720 

10,692 

Service charges - other 


365 

(855) 



8,196 

8,196 

8,196 

129 

112 

310 

Rental of tecilities and equipment 


155 

174 

47 

50 

50 

51 

51 

49 

49 

49 

Interest earned • external investments 


27 

50 

343 

339 

1 

1 

1 

1 

1 

2 

Interest earned • outetanding debbrs 


2,998 

3,094 

12,500 

13,200 

6,000 

6,000 

6,000 

6,510 

8,250 

9,075 

Dividends received 


26 

11 

10 

11 

100 

100 

100 




Fines 


81 

67 

16 

225 

225 

225 

225 

248 

272 

299 

Licences and permte 












Agency services 












Transfers recognised - operational 


80,939 

74,392 

83,391 

86,121 

86,121 

86,121 

86,121 

88,607 

90,436 

88,178 

Other revenue 

Gains on disposal of PPE 

2 

130 

53 

- 

137 

- 

- 

- 

263 

- 

- 











Total Revenue (excluding capital transfers and 
contributions) 


154,614 

155,579 

96,308 

181,319 

188,229 

188,231 

188,231 

181,413 

193,288 

201,497 


Tariff setting plays a major role in ensuring desired levels of revenue. Getting tariffs right assists in the 
compilation of a credible and funded budget. The Municipality derives most of its operational revenue 
from the provision of goods and services such as electricity, and solid waste removal, property rates, 
operating and capital grants from organs of state and other minor charges (such as building plan fees, 
licenses and permits etc). 

• Medium-term outlook: capital revenue 

The following table is a breakdown of the funding composition of the 2014/15 medium-term capital 
programme: 


Table 20 Sources of capital revenue over the MTREF 


Funded by: 












National Government 


35,823 

46,477 

36,868 

35,921 

35,921 

35,921 

35,921 

28,731 

23,810 

24,837 

Provincial Government 




8,000 

17,000 

17,000 

17,000 

17,000 

46,000 

60,000 

72,000 

District Municipality 

Other transfers and grants 





2,350 

2,350 

2,350 

2,350 




Transfers recognised ■ capital 

4 

35,823 

46,477 

44,868 

55,271 

55,271 

55,271 

55,271 

74,731 

83,810 

96,837 

Public contributions & donations 

5 











Borrowing 

Internally generated funds 

6 



675 

5,775 

5,775 

5,775 

5,775 

12,791 

3,625 


Total Capital Funding 

7 

35,823 

46,477 

45,543 

61,046 

61,046 

61,046 

61,046 

87,522 

87,435 

96,837 


The capital programmes are funded from capital and provincial grants and transfers, public 
contributions and donations, borrowing and internally generated funds from current year surpluses. 
For 2014/15, capital transfers totals R74.7 million with internally generated funding amounting R12 
million. 


• Cash Flow Management 

Cash flow management and forecasting is a critical step in determining if the budget is funded over 
the medium-term. The table below is consistent with international standards of good financial 
management practice and also improves understandability for councillors and management. Some 
specific features include: 


Clear separation of receipts and payments within each cash flow category; 


Clear separation of capital and operating receipts from government, which also enables cash 
from ‘Ratepayers and other’ to be provide for as cash inflow based on actual performance. In 
other words the actual collection rate of billed revenue., and 

Separation of borrowing and loan repayments (no set-off), to assist with MFMA compliance 
assessment regarding the use of long term borrowing (debt). 


Table 21 A7 - Budget cash flow statement 
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Description 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

R thousand 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 












Ratepayers and other 

Government- operating 

Government- capital 

Interest 

Dividends 

1 

1 

54,292 

113,200 

959 

2 

54,380 

74,667 

30,404 

783 

38,557 

83,391 

44,782 

12,500 

37 

53,584 

85,121 

52,921 

13,200 

11 

84,143 

85,121 

52,921 

6,000 

11 

84,143 

85,121 

52,921 

6,000 

11 

84,143 

85,121 

52,921 

6,000 

11 

59,924 

87,584 

74,731 

5,250 

90 

65,917 

91,379 

83,924 

5,775 

100 

72,481 

89,197 

96,837 

9,075 

11 

Payments 












Suppliers and errployees 

Finance charges 

Transfers and Grante 

1 

(127,725) 

(1,955) 

(109,048) 

(1,525) 

(128,814) 

(555) 

(148,513) 

(424) 

(177,899) 

1,316 

(177,899) 

1,316 

(177,899) 

1,316 

(168,433) 

(1,316) 

(192,000) 

(1,316) 

(199,926) 

(1,316) 

NET CASH FROM/(USED) OPERATING ACTIVITIES 


38,773 

49,661 

49,898 

55,900 

51,612 

51,612 

51,612 

57,831 

53,779 

66,359 

CASH FLOWS FROM INVESTING ACTIVITIES 
Receipts 












Proceeds on disposal of PPE 

Decrease (Increase) in non-current debtors 

Decrease (increase) other non-current receivables 
Decrease (increase) in non-current investments 


5,478 

3 









Payments 












Capital assets 


(35,823) 

(52,127) 

(44,782) 

(52,921) 

(52,921) 

(52,921) 

(52,921) 

(86,105) 

(90,903) 

(76,220) 

NET CASH FROM/(USED) INVESTING ACTIVITIES 


(30.345) 

(52,124) 

(44,782) 

(52.921) 

(52,921) 

(52,921) 

(52,921) 

(86,105) 

(90.903) 

(76,220) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 












Shortterm loans 

Borrowing long ternVrelinancing 

Increase (decrease) in consumer deposite 




(2,724) 

(2,561) 







Payments 












Repayment of borrowing 


(2,392) 

(2,813) 


(414) 

1,316 

1,316 

1,316 

(1,316) 

(1,316) 

(1,316) 

NET CASH FROM/(USED) FINANCING ACTIVITIES 


(2,392) 

(2,813) 

(2,724) 

(2,975) 

1,316 

1,316 

1,316 

(1,316) 

(1,316) 

(1,316) 

NETINCREASE/ (DECREASE) IN CASH HELD 


6,036 

(5,276) 

2,392 

4 

7 

7 

7 

(29,591) 

(38,439) 

(11.177) 

Cash/cash equivalente at the year begin: 

2 


6,036 

760 




- 


(29,591) 

(68,030) 

Cash/cash equivalente at the year end: 

2 

6,036 

760 

3,152 

4 

7 

7 

7 

(29,591) 

(68,030) 

(79,207) 


• Cash Backed Reserves/Accumulated Surplus Reconciliation 

This following table meets the requirements of MFMA Circular 42 which deals with the funding of a 
municipal budget in accordance with sections 18 and 19 of the MFMA. The table seeks to answer 
three key questions regarding the use and availability of cash: 

• What are the predicted cash and investments that are available at the end of the budget year? 

• How are those funds used? 

• What is the net funds available or funding shortfall? 

A surplus would indicate the cash-backed accumulated surplus that was/is available. A shortfall 
(applications > cash and investments) is indicative of non-compliance with section 18 of the MFMA 
requirement that the municipality’s budget must be ‘funded’. 

Non-compliance with section 18 is assumed because a shortfall would indirectly indicate that the 
annual budget is not appropriately funded (budgeted spending is greater than funds available or to be 
collected). It is also important to analyse trends to understand the consequences, e.g. the budget 
year might indicate a small surplus situation, which in itself is an appropriate outcome, but if in prior 
years there were much larger surpluses then this negative trend may be a concern that requires 
closer examination. 


Table 22 A8 - Cash backed reserves/accumulated surplus reconciliation 
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Description 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

R thousand 


Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 
2014/15 

Budget Year 
+12015/16 

Budget Year 
+2 2016/17 

Cash and investments available 












Cash/cash equivalent at the year end 

1 

6,036 

760 

3,152 

4 

7 

7 

7 

(29,591) 

(68,030) 

(79,207) 

Other ojrrent investments >90 days 


528 

527 

5,260 

2,850 

2,847 

2,847 

2,847 

32,618 

71,209 

82,583 

Non current assets - Investments 

1 

82 

79 

88 

- 

- 

- 

- 

- 

- 

- 

Cash and investments available: 


6,646 

1,366 

8,500 

2,854 

2,854 

2,854 

2,854 

3,028 

3,179 

3,376 

AoDlication of cash and investments 












Unspent conditional tansfers 


- 

- 

6,100 

- 

- 

- 

- 

- 

- 

- 

Unspent borrowing 


- 

- 

- 

- 

- 

- 


- 

- 

- 

Statjtory requirements 

2 











Other working capital requirerrents 

3 

- 

(98,055) 

(571,453) 

- 

- 

- 

- 

(193,710) 

- 

- 

Other provisions 












Long term investments committed 

4 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Reserves to be backed by cash/investments 

5 











Total Application of cash and investments: 


- 

(98,055) 

(565,353) 

- 

- 

- 

- 

(193,710) 

- 

- 

Surplus(shortfall) 


6,646 

99,421 

573,853 

2,854 

2,854 

2,854 

2,854 

196,738 

3,179 

3,376 


• Funding compliance measurement 

National Treasury requires that the municipality assess its financial sustainability against fourteen 
different measures that look at various aspects of the financial health of the municipality. These 
measures are contained in the following table. All the information comes directly from the annual 
budgeted statements of financial performance, financial position and cash flows. The funding 
compliance measurement table essentially measures the degree to which the proposed budget 
complies with the funding requirements of the MFMA. Each of the measures is discussed below. 


• Cash/cash equivalent position 

The Municipality’s forecast cash position was discussed as part of the budgeted cash flow statement. 
A ‘positive’ cash position, for each year of the MTREF would generally be a minimum requirement, 
subject to the planned application of these funds such as cash-backing of reserves and working 
capital requirements. 

If the municipality’s forecast cash position is negative, for any year of the medium term budget, the 
budget is very unlikely to meet MFMA requirements or be sustainable and could indicate a risk of non- 
compliance with section 45 of the MFMA which deals with the repayment of short term debt at the end 
of the financial year. 

• Cash plus investments less application of funds 

The purpose of this measure is to understand how the municipality has applied the available cash and 
investments as identified in the budgeted cash flow statement. The reconciliation is intended to be a 
relatively simple methodology for understanding the budgeted amount of cash and investments 
available with any planned or required applications to be made. This has been extensively discussed 
above. 


• Monthly average payments covered by cash or cash equivalents 

The purpose of this measure is to understand the level of financial risk should the municipality be 
under stress from a collection and cash in-flow perspective. Regardless of the annual cash position 
an evaluation should be made of the ability of the Municipality to meet monthly payments as and 
when they fall due. It is especially important to consider the position should the municipality be faced 
with an unexpected disaster that threatens revenue collection such as rate boycotts. As indicated 
above the Municipality aims to achieve at least one month’s cash coverage in the medium term, and 


then gradually move towards two months coverage. This measure will have to be carefully monitored 
going forward. 

• Surplus/deficit excluding depreciation offsets 

The main purpose of this measure is to understand if the revenue levels are sufficient to conclude that 
the community is making a sufficient contribution for the municipal resources consumed each year. 
An ‘adjusted’ surplus/deficit is achieved by offsetting the amount of depreciation related to externally 
funded assets. Municipalities need to assess the result of this calculation taking into consideration its 
own circumstances and levels of backlogs. 

If the outcome is a deficit, it may indicate that rates and service charges are insufficient to ensure that 
the community is making a sufficient contribution toward the economic benefits they are consuming 
over the medium term. 

It needs to be noted that a surplus does not necessarily mean that the budget is funded from a cash 
flow perspective and the first two measures in the table are therefore critical. 


Table 23 SAIO - Funding compliance measurement 


FS181 Masilonyana Supporting Table SAIO Funding measurement 


Description 

MFMA 

section 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

014/15 Medium Term Revenue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 
2014/15 

Budget Year Budget Year 
+1 2015/16 +2 2016/17 

GrantFunding % ofTotal Funding 



100.0% 

100.0% 

98.5% 

90.5% 

90.5% 

90.5% 

90.5% 

85.4% 

95.9% 

100.0% 

Caoital Expenditure 

Total Capital Programne (R'OOO) 

Asset Renewal 

AssetRenewal % ofTolal Capital Expenditure 



35,823 

0.0% 

46,477 

0.0% 

42,773 

0.0% 

58,696 

0.0% 

58,696 

0.0% 

58,696 

0.0% 

58,696 

0.0% 

86,105 

0.0% 

90,903 

0.0% 

76,220 

0.0% 

Cash 

Cash Receipts % ofRate Payer & Other 

Cash Coverage Rato 



73.7% 

0 

67.0% 

0 

306.9% 

0 

56.5% 

0 

82.5% 

0 

82.5% 

0 

82.5% 

0 

64.6% 

(0) 

64.2% 

(0) 

64.0% 

(0) 

Borrowino 

Credit Ratng (2009/10) 

Capital Charges to Operatng 

Borrowing Receipte % of Capital Expenditure 



2.4% 

0.0% 

2.4% 

0.0% 

0.5% 

(9.5%) 

0.5% 

(44.3%) 

(0.5%) 

0.0% 

(0.5%) 

0.0% 

(0.5%) 

0.0% 

1.5% 

0.0% 

1.4% 

0.0% 

1.3% 

0.0% 

Reserves 

Surplus/(DeiciQ 



6,646 

99,421 

573,853 

2,854 

2,854 

2,854 

2,854 

196,738 

3,179 

3,376 

Free Services 

Free Basic Services as a % of Equitable Share 

Free Services as a % of Operatng Revenue 
(exci operatonal transfers) 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


22.6% 

0.0% 

23.9% 

0.0% 

27.1% 

0.0% 

High Level Outcome of Funding Compliance 


154,614 

143,851 

10,763 

17,409 

15 1 

15 ✓ 

155,579 

137,117 

18,462 

117,883 

1 

✓ 

96,308 

101,011 

(4,703) 

569,150 

1 

✓ 

181,319 

181,947 

(628) 

2,226 

1 

✓ 

188,229 

157,706 

30,523 

33,377 

1 

✓ 

188,231 

157,706 

30,525 

33,379 

1 

✓ 

188,231 

157,706 

30,525 

33,379 

1 

✓ 

181,434 

181,309 

126 

196,864 

1 

✓ 

193,212 

193,316 

(104) 

3,075 

1 

✓ 

201,536 

201,242 

294 

3,670 

1 

✓ 

T otal Operating Revenue 

Total Operating Expenditure 

Surplus/(Deficit) Budgeted Operating Statement 
Surplus/(Deficit} Considering Reserves and Cash Backing 

MTREF Funded (1) /Unfunded (0) 

MTREF Funded ✓ /Unfunded x 


• Property Rates/service charge revenue as a percentage increase less macro Inflation 

target 

The purpose of this measure is to understand whether the municipality is contributing appropriately to 
the achievement of national inflation targets. This measure is based on the increase in ‘revenue’, 
which will include both the change in the tariff as well as any assumption about real growth such as 
new property development, services consumption growth etc. 

The factor is calculated by deducting the maximum macro-economic inflation target increase. The 
result is intended to be an approximation of the real increase in revenue. Considering the lowest 
percentage tariff increase in relation to revenue generated from rates and services charges is 


6percent, with the increase in electricity at S.Opercent it is to be expected that the increase in revenue 
will exceed the inflation target figures. However, the outcome is lower than it might be due the 
correction of the billing system and accurately accounting for indigent subsidies as income foregone. 

• Cash receipts as a percentage of ratepayer and other revenue 

This factor is a macro measure of the rate at which funds are ‘collected’. This measure is intended to 
analyse the underlying assumed collection rate for the MTREF to determine the relevance and 
credibility of the budget assumptions contained in the budget. 

• Debt impairment expense as a percentage of billable revenue 

This factor measures whether the provision for debt impairment is being adequately funded and is 
based on the underlying assumption that the provision for debt impairment (doubtful and bad debts) 
has to be increased to offset under-collection of billed revenues. Considering the debt incentive 
scheme and the municipality’s revenue management strategy’s objective to collect outstanding 
debtors of 90 days, the provision is well within the accepted leading practice. 

• Capital payments percentage of capital expenditure 

The purpose of this measure is to determine whether the timing of payments has been taken into 
consideration when forecasting the cash position. The municipality aims to keep this as low as 
possible through strict compliance with the legislative requirement that creditors be paid within 30 
days. 


• Borrowing as a percentage of capital expenditure (excluding transfers, grants and 
contributions) 

The purpose of this measurement is to determine the proportion of a municipality’s ‘own-funded’ 
capital expenditure budget that is being funded from borrowed funds to confirm MFMA compliance. 

• Transfers/grants revenue as a percentage of Government transfers/grants available 

The purpose of this measurement is mainly to ensure that all available transfers from national and 
provincial government have been budgeted for. A percentage less than 100 percent could indicate 
that not all grants as contained in the Division of Revenue Act (DoRA) have been budgeted for. The 
Municipality has budgeted for all transfers. 

• Consumer debtors change (Current and Non-current) 

The purpose of these measures are to ascertain whether budgeted reductions in outstanding debtors 
are realistic. Here are 2 measures shown for this factor; the change in current debtors and the change 
in long term receivables, both from the Budgeted Financial Position. Both measures show a relatively 
stable trend. 


• Repairs and maintenance expenditure level 

This measure must be considered important within the context of the funding measures criteria 
because a trend that indicates insufficient funds are being committed to asset repair could also 
indicate that the overall budget is not credible and/or sustainable in the medium to long term because 
the revenue budget is not being protected. The actual repairs and maintenance as % of operating 
expenditure is 7% for 2013/2014. 

• Asset renewal/rehabilitation expenditure levelO 

This measure has a similar objective to aforementioned objective relating to repairs and maintenance. 
A requirement of the detailed capital budget (since MFMA Circular 28 which was issued in December 
2005) is to categorise each capital project as a new asset or a renewal/rehabilitation project. The 
objective is to summarise and understand the proportion of budgets being provided for new assets 
and also asset sustainability. A declining or low level of renewal funding may indicate that a budget is 
not credible and/or sustainable and future revenue is not being protected, similar to the justification for 
‘repairs and maintenance’ budgets. 



2.8 Expenditure on grants and reconciliations of unspent funds 


Table 24 SA19 - Expenditure on transfers and grant programmes 
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Description 

R thousand 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Medium Term Revenue & Expenditure 
Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Budget Year 
2014/15 

Budget Year 
+1 2015/16 

Budget Year 
+2 2016/17 

EXPENDITURE: 

1 










Operatino expenditure of Transfers and Grants 











National Government: 


- 

- 

83,391 

86,121 

86,121 

86,121 

88,607 

94,799 

90,375 

Local Government Equitable Share 




81,091 

79,851 

79,851 

79,851 

81,403 

88,281 

83,494 

Finance Management 




1,500 

1,650 

1,650 

1,650 

1,800 

1,950 

2,100 

Municipal Systems Improvement 




800 

890 

890 

890 

934 

967 

1,018 

EPWP Incentive 





1,000 

1,000 

1,000 

1,023 



Councillor Support Grant 





2,730 

2,730 

2,730 

3,447 

3,601 

3,763 

Provincial Government: 


_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

Councillor Support Grant 











District Municipality: 


_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

[insert descriptbn] 











Other grant providers: 


_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

[insert descriptbn] 











Total operating expenditure of Transfers and Grants: 

- 

- 

83,391 

86,121 

86,121 

86,121 

88,607 

94,799 

90,375 

Capital expenditure of Transfers and Grants 











National Government: 


- 

- 

- 

34,921 

34,921 

34,921 

28,731 

23,924 

24,837 












Municipal Infrastructure Grant 





34,921 

34,921 

34,921 

28,731 

23,924 

24,837 

Provincial Government: 


_ 

_ 

_ 

17,000 

17,000 

17,000 

46,000 

60,000 

72,000 

Regional Bulk Infrastructure Grant 





17,000 

17,000 

17,000 

46,000 

60,000 

72,000 

District Municipality: 


_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

[insert description] 











Other grant providers: 


_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

[insert descriptbn] 











Total capital expenditure of Transfers and Grants 


- 

- 

- 

51,921 

51,921 

51,921 

74,731 

83,924 

96,837 

TOTAL EXPENDITURE OF TRANSFERS AND GRANTS 

- 

- 

83,391 

138,042 

138,042 

138,042 

163,338 

178,723 

187,212 


• 2.9 Contracts having future budgetary implications 

In terms of the Municipality’s Supply Chain Management Policy, no contracts are awarded beyond the 
medium-term revenue and expenditure framework (three years). In ensuring adherence to this 
contractual time frame limitation, all reports submitted to either the Bid Evaluation and Adjudication 
Committees must obtain formal financial comments from the Financial Management Division of the 
Treasury Department. 


• Capital expenditure details 

The following table present details of the Municipality’s capital expenditure programmes. 

Table 25SA34(a)-Capital expenditure on new assets by asset class 


FS181 Masilonyana - Supporting Table SA34a Capital expenditure on new assets by asset class 


Description 

Ref 

2010/11 

2011/12 

2012/13 

Current Year 2013/14 

2014/15 Mediumlerm Revenue & Expenditure 
Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

2014/15 

+1 2015/16 

+2 2016/17 

Capital expenditure on new assets bv Asset Class/Sub-class 









Infrastructure 


13,233 

16,907 

45,108 

43,133 

43,133 

43,133 

61,913 

83,399 

96,837 

Infrastructure - Road transport 


- 

1,516 

4,518 

13,663 

13,663 

13,663 

2,023 

- 

24,837 

Roads, Pavements & Bridges 



1,516 

4,518 

2,200 

2,200 

2,200 

2,023 

- 

24,837 

Storm water 





11,463 

11,463 

11,463 




Infrastructure - Electricity 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Generation 











Transmissbn & Reticulation 











Street Lighting 











Infrastructure - Water 


7,582 

8,149 

28,249 

24,773 

24,773 

24,773 

55,445 

63,655 

72,000 

Dams & Reservoirs 





907 

907 

907 




Water purification 





6,865 

6,865 

6,865 




Reticulation 


7,582 

8,149 

28,249 

17,000 

17,000 

17,000 

55,445 

63,655 

72,000 

Infrastructure - Sanitation 


4,651 

7,242 

10,514 

1,388 

1,388 

1,388 

4,445 

7,894 

- 

Reticulation 


4,051 

7,242 

10,514 

1,388 

1,388 

1,388 

4,445 

7,894 


Sewerage purification 


600 









Infrastructure - Other 


1,000 

- 

1,827 

3,309 

3,309 

3,309 

- 

11,849 

- 

Waste Management 


1,000 


1,272 

3,309 

3,309 

3,309 


11,849 


Transportation 











Gas 











Other 




555 







Community 



3,227 

435 

14,982 

14,982 

14,982 

19,926 

8,020 

3,000 

Parks & gardens 





260 

260 

260 




Sportsfields & stadia 

Swimming pools 





11,038 

11,038 

11,038 

13,404 

926 


Community halls 

Libraries 



3,227 

315 

1,335 

1,335 

1,335 




Recreational tacilities 

Fire, safely & emergency 

Security and policing 

Buses 

Clinics 

Museums & Art Galleries 

Cemeteries 

7 



120 

2,350 

2,350 

2,350 




Social rental housing 

Other 








6,522 

7,094 

3,000 

Heritaae assets 











Buildings 

Other 

9 










Investment properties 











Housing development 

Other 











Other assets 



2,320 


2,930 

2,930 

2,930 

4,266 

1,220 

1,220 

General vehicles 



2,000 


2,016 

2,016 

2,016 




Specialised vehicles 

10 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Plants equipment 

Computers - hardware/equipment 

Furniture and other office equipment 

Abattoirs 





350 

350 

350 




Markets 

Civic Land and Buildings 

Other Buildings 

Other Land 

SurplusAssets- (Investment or Inventory) 

Other 



320 


564 

564 

564 

4,266 

1,220 

1,220 

Aaricultural assets 


_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

List sub-class 











Bioloaical assets 


_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

List sub-class 











Intangibles 











Computers - software & programming 











Other (list sub-class) 






















Total Capital Expenditure on new assets 


13,233 

22,454 

45,543 

61,046 

61,046 

61,046 

86,105 

92,639 

101,057 


Figure4: Capital Infrastructure Program new & existing assets 


other Budget Related Graphs 


• Miscellaneous 

The following figure illustrated the Depreciation in relation to repairs and maintenance over the 
MTREF. As previously stated, the 2013/14 budget and MTREF provide for steady growth in the area 
of asset maintenance, as informed by the asset renewal strategy and repairs and maintenance plan of 
the Municipality. 

Figure 5: Depreciation in relation to repairs and maintenance over the MTREF 


The following figure illustrates the movement in long term liabilities from the 2011/12 financial year to 
the MTREF. There are no planned loans for the MTREF as Capital expenditure will be funded through 
Government grants and internally generated funds. The downward movement over the MTREF 
indicates the annual repayment of the outstanding liabilities. Add ‘000 to amounts on graph. 
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Figure 6: Movement in outstanding Borrowing (Long Term Liabilities) 

• Revenue by Source - Major & Minor 

The following figures indicate the split of revenue between the Major and Minor sources. The major 
revenue sources consists of Transfers recognised - Capital and Operating, Property Rates and 
Service Charges. 

Add ‘000 to amounts on graph and table below. 



Budget 

11/12 

Budget 

12/13 

Budget 13/14 

Budget 14/15 

Budget 15/16 

T ransfers-Capital 

30322 

44782 

51921 

74731 

83924 

T ransfers-Operational 

74392 

83391 

86121 

88607 

90436 

Charges-Refuse 

8184 

5975 

8033 

8836 

9720 

Charges-Sanitation 

15783 

13150 

13939 

18413 

20254 

Charges-Water 

15021 

12144 

24457 

15989 

17588 

Charges-Electricity 

25150 

23611 

25527 

24459 

26905 

Property Rates 

14455 

10359 

10980 

17908 

19699 


Figure 7: Revenue by Source - Major 

All other revenue sources were grouped as minor and consist of interest earned on outstanding 
debtors and investments, license fees, fines etc. Add ‘000 to amounts on graph and table. 



Budget 11/12 

Budget 12/13 

Budget 13/14 

Budget 14/15 

Budget 15/16 

Fines 

67 

16 

225 

237 

250 

Dividends 

11 

10 

11 

11 

12 

Interest Debtors 

3094 

12500 

6000 

6510 

8250 

Interest Investments 

50 

343 

1 

1 

1 

Rental of facilities 

174 

47 

51 

49 

49 

Other revenue 

53 

386 

1944 

2041 

2158 


Figure 8: Revenue by Source - Minor 
• Expenditure by Source - Major & Minor 

The following figures indicate the split of expenditure between the Major and Minor sources. Other 
expenses consist mainly of General expenses and Repairs and Maintenance. Add ‘000 to amounts on 
graph and table. 



Budget 11/12 

Budget 12/13 

Budget 13/14 

Budget 14/15 

Budget 15/16 

Employee Costs 

44924 

48830 

63937 

70004 

76364 

Debt Impairment 

31436 

20531 

29533 

13163 

19478 

Bulk Purchases 

23575 

26950 

27416 

35298 

37069 

Transfers & Grants 

10649 

17146 

18239 

19224 

20262 

Other Expenditure 

28233 

35988 

31394 

34278 

37970 


Figure 9: Expenditure by Source - Major 

The following figure indicates the minor expenditure by source - Councillors Remuneration, 
Depreciation, Finance charges and contracted services. Add ‘000 to amounts on graph and table. 



Budget 11/12 

Budget 12/13 

Budget 13/14 

Budget 14/15 

Budget 15/16 

Councillor's Remuneration 

4835 

5703 

6285 

6712 

7169 

Depreciation 

3100 

1900 

6 

1507 

1657 

Finance Charges 

514 

537 

1316 

1316 

1316 

Contracted Services 

500 

740 

0 

30 

33 


• Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered to through 
the following activities: 

• In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a monthly basis. 
Section 71 reporting to the Mayor (within 10 working days) has progressively improved and 
includes monthly published financial performance on the Municipality’s website. 

• Internship programme 

The Municipality is participating in the Municipal Financial Management Internship programme 
and has appointed five interns as from 2 April 2013. 


Budget and Treasury Office 


The Budget and Treasury Office has been established and is fully functional in accordance with 
the MFMA. 

Audit Committee 

The Audit Committee has been established and is functional 
Service Delivery and Implementation Plan 

The detail SDBIP document is at a draft stage and will be finalised after approval of the 2013/14 
MTREF in June 2013 directly aligned and informed by the 2013/14 MTREF. 


Annual Report 

The 2012/13 Annual report has been compiled and tabled in terms of the MFMA and National 
Treasury requirements. The oversight committee report will be presented to council during May 
2013. 


Policies 

All amendments to the budget related policies will be adopted by Council on 30 May 2013. 



